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Entered: February 23, 2005
BY THE COWM SSI ON:

On August 10, 2004, Aquil a, Inc. (Aquila) filed an
application with the Nebraska Public Service Conm ssion (the
Commi ssi on). In its application, Aquila requests that the
Commi ssion enter an order, pursuant to Neb. Rev. Stat. 88§
57-1301 to 57-1307 (2000 Supp.) and Title 291, Chapter 9 of the
Nebraska Public Service Comm ssion Pipeline Comon Carriers
Rul es and Regul ations, declaring that the Metropolitan Uilities
District’s (MJD) proposed natural gas main extensions to serve
the planned Palisades subdivision (Palisades), are in violation
of Neb. Rev. Stat. 88 57-1301 et seq., and that MJD nust cease
and desi st extension of the proposed natural gas nmains. Noti ce
of the application was sent to MJD via certified mail on August
13, 2004.

On August 30, 2004, MJID filed its Answer to Aquila’'s
Compl aint and Affirmative Defenses. In its Answer, MJD asserted
that its proposed main extensions to serve Palisades are in the
public interest pursuant to Neb. Rev. Stat. 88 57-1301 et seq
At the request of the parties, hearing on this matter was held
jointly with the hearing in Docket No. P-0008. The hearing took
pl ace in Sarpy County on Decenber 20, 2004.

EVI DENCE

The parties stipulated to several facts related to this
matter. Addi tionally, Kevin Jarosz, operations manager, testi-
fied on behalf of Aquila. The following individuals testified
on behal f of MJD, Tim Young, devel oper for the Stonecrest subdi-
vision; Scott Keep, senior vice president for operations; and
Deni se Dol ezal , senior gas design engi neer.

MUD is a nunicipal corporation and a political subdivision
of Nebraska and operates as a natural gas and water utility in
eastern Nebraska. Aquil a operates as a natural gas utility in
the eastern one-third of Nebraska. Both Aquila and MJD serve
parts of Sarpy County. Aquila has a franchise agreenent to
provi de natural gas service within the city limts of the Cty
of La Vista and the Cty of Getna. MJUD s statutory boundary
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extends into Sarpy County and currently includes portions of
G les Road including that between 164th Street and 168th Street.

Pal i sades is | ocated between 168th and 175th Streets north
of Cornhusker Road in Sarpy County. The Stonecrest/Meridian
Park subdivision, which is the subject of Application No.
P- 0008, is located between 156th and 168th Streets just south of
G les Road and to the northeast of Palisades.

On June 29, 2004, a representative of Boyer-Young, the
devel oper of Palisades, contacted MJD and requested that MJD

provide natural gas service to the devel opnent. On June 30,
2004, the project engineer representing the devel oper submtted
an application for natural gas service to M. On August 4,

2004, the MJD Board approved natural gas nain extensions to
serve Pal i sades.

Aquila has existing natural gas min in 168th Street
abutting a portion of the east side of Palisades, serves the
devel opnent in the northeast corner of 168th Street and Corn-
husker Road, has natural gas main in Cornhusker Road abutting
the south side of Palisades, and has natural gas main in 175th
Street to the west of a portion of the devel opnent.

MUD has existing natural gas infrastructure serving the
MIllard Park South devel opnment in the northeast corner of Gles
Road and 168th Street.

Kevin Jarosz testified that MJD service to Palisades would
result in duplicative piping along 168th north of Cornhusker
Road and along Cornhusker Road west of 168th Street.?! V5.
Dol ezal testified that MJUD will not be duplicating mins along
Cornhusker.? M. Jarosz testified, relying on a letter from Rod
Buethe from Gretna Vol unteer Fire and Rescue®, that redundancy in
systens in close proximty to one another can cause confusion
and delays in energency response to gas | eaks.

MVs. Dol ezal testified that r at her than installing
additional mins along 168th Street south of Gles to serve
Pal i sades, MJD could increase the dianmeter of its main into and
through Stonecrest off of Gles Road and serve Palisades from
St onecr est. She indicated that this approach would elimnate
the need for any mains along 168th Street and would be a |ower

! M. Jarosz indicated the areas of duplicative piping on Exhibit 70 in yellow
2 P-0009 Transcript (162:1-8).

5 The letter fromM. Buethe was adnitted into evidence as Exhibit 63.
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net cost to ratepayers. However, this approach would be a
deviation from standard MJD design to run lines along ngjor
section |ine roads.*

M. Keep testified that some level of duplication is
necessary within MJUD's systemin order to provide reliability of
servi ce. M. Keep further testified that either MJD service or
Aquila service to Palisades represented orderly devel opnent, as
it is sinply increnental growh of their system However, M.
Keep testified that if MJD was not proposing to serve the
St onecrest subdivision |ocated northeast of Palisades, that MJD
woul d not have pursued serving Palisades. More specifically,
M. Keep testified: “Wthout Stonecrest, | don't know if we
woul d have |ooked very hard at Palisades...”® Wien asked whet her
MUD service to Palisades constituted orderly devel opnent of the
natural6 gas infrastructure, M. Keep responded, “Wth Stone-
crest.”

Wth respect to the inpact on ratepayers, M. Keep
testified that MJD ratepayers would benefit if MDD serves
Stonecrest and Palisades as MJD would be able to spread its
fixed costs over nore ratepayers and that the inverse would be
true if Aquila were to serve the devel opnents. Therefore, he
believed that the inpact on ratepayers was neutral. However,
when asked whet her circunstances existed in which that would not
be the case, M. Keep stated, “If you would take away Stonecrest
and say Stonecrest was not going right now and Palisades was a
separate project, | think that portion of the criteria would
favor Aquila.”’

The parties have stipulated that service by either Aquila
or MID to Palisades would be economcally feasible and non-
di scrim natory.

4 P-0009 Transcript (164:23-165:25, 166: 4-13). Ms. Dol ezal indicated the proposed
changes to the systemdesign in pink on Exhibit 70.

5 P-0009 Transcript (118:5-8).
51d. at (139:12-16).
"1d. at (134:5-9).
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OPI NI ON A ND FI NDI NGS

“I't is the starting point for nost challenges regarding
whet her a proposed or existing main extension nmeets the public
interest criteria.”®

In determ ning whether or not an extension or enlargenent
is in the public interest, the Conm ssion considers the fol-
low ng criteria:

1) The economc feasibility of the extension or
enl ar genent ;

2) The inmpact the enlargenent will have on the
existing and future natural gas ratepayers of the
metropolitan utilities district or the investor-
owned natural gas utility;

3) Whet her the extension or enlargenment contributes
to the orderly devel opnment of natural gas utility
i nfrastructure;

4) Whet her the extension or enlargement will result
in duplicative or redundant natural gas utility
infrastructure; and

5) Whet her the extension or enlargenment is applied
in a nondiscrimnatory manner.

Neb. Rev. Stat. 8§ 57-1303 and 8§ 57-1305.

Because the parties have stipulated that service by either would
be economcally feasible and nondiscrimnatory, these factors
are not at issue.

Furthernore, because Palisades is not wthin the city
l[imts or extraterritorial zoning jurisdiction of the city of La
Vista, none of the rebuttable presunptions regarding the public
interest outlined in Neb. Rev. Stat. 8 57-1304 are present.

| npact on Ratepayers

It is inportant to note that the inpact of service by a
particular provider on ratepayers is not limted to economcs,
but is broader in nature including but not limted to such
concerns as public safety.

As stated previously, MJID argued that allowing it to serve
Pal i sades and Stonecrest would allow MJD to spread its fixed

8 Application No. P-0005 Order at 6.



Appl i cation No. P-0009 PAGE 5

cost over nore ratepayers thereby reducing costs. The sanme is
true for Aquila ratepayers should Aquila be permtted to serve
bot h devel opnents. However, MJD conceded that w thout Stone-
crest, the inpact on ratepayers would indicate that it is in the
public interest for Aquila to serve Palisades.

Aquila relied heavily on the potential confusion and del ay
in enmergency response to gas main leaks in circunstances in
whi ch parallel main exist. In P-0008, we found that although
this public safety issue is of concern with respect to the
i npact on ratepayers, due to the proximty of existing and
pending mains along Gles Road, the addition of MJD service to
Stonecrest would not appear to exacerbate this problem
However, with respect to Palisades, the potential for paralle
mai ns along 168th Street and the fact that Aquila has such a
significant presence in the area surrounding the devel opnent
would increase the |ikelihood of such confusion and possible
del ayed response.

Based upon the evidence provided, the Comm ssion finds that
the inpact on ratepayers indicates that it is not in the public
interest for MJUD to provide service to Palisades.

Orderly Devel opnent of Natural Gas Infrastructure

“[T]he orderly developnent requirenent is not limted to
scrutiny of whether a particular extension would be part of
orderly growh of a particular natural gas utility; rather, the
| egi slature requires consideration of orderly developnment of
natural gas utility infrastructure as a whole.”®

Aquila has significant infrastructure in place in close
proximty to the subdivision on at least three of its
boundari es. By its own adm ssion, MJD s belief that service to
Pal i sades is orderly developnent is contingent on MJD providing
service to Stonecrest. In an attenpt to avoid duplication of
mains along 168th Street, MJD is also proposing to serve
Pal i sades through a |larger dianeter nmain through Stonecrest,
which is a design that deviates from standard practices and
would seem to be inconsistent with orderly devel opnent and
contradict their expressed desire to have duplicate points of
service in order to provide reliability in the event of a main
br eak.

® Application No. P-0005 Order at 9.
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Based upon the evidence above, the Comm ssion finds that
MJUD s service to Palisades will not contribute to the orderly
devel opnent of the Natural Gas Infrastructure.

Duplicative or Redundant Natural Gas Infrastructure

In prior orders, the Commission has explained that
“redundant” neans “exceeding what is necessary or nornal: super-
fl uous. "

As previously stated, Aquila has significant infrastructure
in place capable of serving Palisades. If MJUD were to proceed
with its original design to install additional gas nains along
168t h" Street south of Gles, such mains would directly parallel
and duplicate existing Aquila infrastructure. MJD has proposed
an alternative to serving the Palisades developnment by in-
creasing the main serving Stonecrest. However, it would appear
that if MJD wishes to provide multiple points of service to
pronote reliability, duplication of Aquila s infrastructure to
sone extent is inevitable. The Comm ssion recognizes that
designs nmay require adjustnents during a project. However, in
the present case, the Commission finds that the alternative
proposal does not elimnate concerns regarding duplication.

The Comm ssion finds that MJD s service will result in
duplicative or redundant natural gas utility infrastructure.

Concl usi on

MJUD has relied heavily on the fact that the devel oper wants
MJUD to provide the natural gas service to the subdivision. As
the Comm ssion has previously determned in P-0005, devel oper
choi ce, although taken into consideration, is not determnative.

However, in the present case, the factors taken together do
not support a finding that service by MJI to Palisades is in the
public interest. The Comm ssion finds that service by Aquila to
Pal i sades is in the public interest.

10 Application No. P-0003 Order at 9; Application No. P-0006 Order at 20.
1 see Exhibit 70.
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ORDER

IT IS THEREFORE ORDERED by the Nebraska Public Service
Comm ssion MJD s proposed natural gas namin extensions to serve
the planned Palisades subdivision are not in the public
i nterest.

I T I'S FURTHER ORDERED that that Aquila' s proposed gas main

extensions to serve the planned Palisades subdivision are in the
public interest.

IT IS FINALLY ORDERED that MJD nust cease and desist
extension of the proposed natural gas nmains into the planned
Pal i sades subdi vi si on.

MADE AND ENTERED at Lincoln, Nebraska, this 23rd day of
February, 2005.

NEBRASKA PUBLI C SERVI CE COW SS| ON
COWM SS|I ONERS CONCURRI NG
Chai r man

ATTEST:

Deputy Director



